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Financial development refers to a dynamic process, in which the functions of 
finance continue to improve, expand and thus promote the financial efficiency and 
economic growth. The level of the financial development of a country is very 
important to the introduction and growth of FDI and the learning and imitation of 
domestic sectors, it can achieve the goal of economic growth by promoting capital 
accumulation and technical progress of both FDI and domestic enterprises. Doing 
research about the relationship between FDI and economic growth from the 
perspective of financial development and thus making policy suggestions is very 
significant to realize economic growth by introducing FDI and improving domestic 
enterprises. 
Based on economic growth theory, financial development theory and relevant 
FDI theory, and combining theoretical and empirical analysis methods, this paper 
proceeds to research on the following two issues: One is the micro mechanism for the 
financial development 's influence on economic growth effect of FDI. The other one is 
the theoretical and empirical study on the influence of financial development on the 
efficiency of FDI Promotes economic growth. 
Firstly，Under the framework of endogenous economics growth theory, this paper 
sets up a theory model on how financial development influences the efficiency of FDI 
Promotes economic growth. Secondly, we use a battery of financial development’ 
variables that exist in the literature and employ them in Vector Error Correction 
Model to study the impact of the interaction of these variables with FDI on economic 
growth. We find that, although FDI alone plays an unambiguous role in contributing 
to economic growth, the degree of financial development alters the results 
significantly.  
At the end, this paper also puts forward some policy suggestions on fully playing 
positive effect of FDI on economic growth. 
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